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INTRODUCTION
Although China accounts for three quarter of poverty reduction in the (developing) world during the last three decades, rural poverty is still a critical and highly debated issue in China.
Understanding the nature of poverty, its persistence, and in particular the chance of moving out of poverty is a key to derive appropriate policies targeted to reduce it. Since the beginning of the economic reforms in the late 1970s, China has experienced rapid economic growth. This macroeconomic development has been accompanied by a dramatic reduction in absolute rural poverty at the individual level (Ravallion & Chen, 2007) . Much of the debate on poverty, both past and current, has focused on the possibility that poverty is a condition that only affects few households. However, for those affected it matters whether they remain in poverty for a remarkable portion of their lifetime or a transitory period only. Standard poverty measures such as the head count ratio ignore such underlying dynamics. As the effectiveness of different poverty reduction measures depends crucially on the nature of poverty -persistent or transitory, gaining insights on the flows into and out of poverty is essential from a policy perspective. The more temporary poverty, the more programs that aim at stabilization of short-term income fluctuations are appropriate. If poverty is more persistent, the need for measures improving the long-term labor market outcomes or social security system is stronger. show that 44 percent were poor in at least one year. However, only 6 percent of the households were consumption poor in all five years. On the basis of panel data from four southern provinces, Jalan & Ravallion (1998) find that almost 60 percent of rural poverty in the three poorest provinces, Yunnan, Guangxi, and Guizhou, can be classified as persistent, but less than 20 percent in the better-off province Guangdong. Finally, a very recent analysis by Gustafsson & Ding (2009, p. 597) highlights that 6.2 percent of ethnic minorities experienced one three-year spell of poverty compared to 3.3 percent of the ethnic majority in rural China. Surprisingly, the difference between the two ethnic groups disappears when looking at the share of long-term poor on all poor households, 20 percent of minority households compared to 23 percent of the majority households.
The present study goes beyond the analysis of the nature of poverty and aims to analyze determinants of poverty persistence of Chinese rural households. More specifically, we analyze factors which explain a household's move out of poverty including the impact of time spent in poverty. Using rural household panel data over the period 1995-2004 from the three provinces Zhejiang, Hubei, and Yunnan we first apply an ordered probit model to empirically examine household, farm and regional characteristics affecting the probability that households are long-term poor. Since the probit analysis is a static concept, we additionally apply a hazard approach to empirically examine how much of the preceding time spent in poverty increases or decreases the probability to leave poverty. This paper contributes to the literature on poverty in rural China in several dimensions.
First, it represents an attempt to analyze the transient and persistent aspect of poverty using different poverty lines representing two different philosophies of poverty measurement.
Secondly, the results obtained from the ordered probit model and the hazard model provide important complementary insights into differences in the nature of poverty across rural Chinese regions. Moreover, the econometric analysis uses quite recent household-level data, capturing a period (1995) (1996) (1997) (1998) (1999) (2000) (2001) (2002) (2003) (2004) of continued economic liberalization (Wang, Herzfeld, & Glauben, 2007) . Finally, the results allow to argue for regionally differentiating policies against poverty.
The paper proceeds as follows. The next section discusses the choice of the appropriate poverty thresholds. The data underlying this analysis will be introduced in Section 3. Section 4 discusses briefly the incidence of poverty in the three provinces and compares the results according to the poverty threshold. The econometric analysis of longterm poverty is presented in Section 5 and Section 6 provides evidence of duration dependence on the probability to exit poverty. Finally, the paper ends with a conclusion.
CHOICE OF POVERTY THRESHOLD
The economic literature suggests two different philosophies to measure poverty (Green & Hulme, 2005) . Whereas the first concept captures a person's economic inability to meet very basic needs, the second measure expresses a certain distance of individual income from the community norm. Usually, absolute poverty lines consist of a food component which bases on a minimum caloric requirement of between 2100 and 2400 calories per person and day and a nonfood component (Chen & Ravallion, 1996; Khan & Riskin, 2001) . In essence, an absolute poverty measure neglects any interpersonal comparisons of utilities which has been named 'welfarism' in the literature (Sen, 2008) . Nevertheless, as argued by Khan & Riskin (2001) Sen, 1984; p. 79) . Finally, in most countries a normative consensus is established that members of a community should benefit fairly equal from a general increase in prosperity. The disadvantage of a relative poverty line is its development over time which is highly correlated with welfare measure's development within the sample. A widening of the income distribution, for instance, will lead to an increase of the poverty headcount rate. A relative poverty line, thus, provokes criticism of measuring inequality instead of poverty (Townsend, 1985; Sen, 1985) .
Whereas an absolute poverty line gives poverty estimates which are independent of the welfare measure's distribution, it needs a continuous update to express the real costs to reach a minimum living standard. Additionally, the calculation of such an absolute line introduces possible sources of measurement errors, like inter-provincial differences in food basket composition if a concept of minimum food intake is used or inter-provincial differences in price developments. More specifically, the Chinese national absolute poverty line has been criticized as too low and subject to several sources of bias among them the minimum level of caloric requirement, food bundle's composition, the use of planned prices, and the valuation of non-food expenditures (Park & Wang, 2001) . Furthermore, the heterogeneous economic development of Chinese provinces might create the need for a regionally differentiated poverty measure. Callan & Nolan (1991) conclude in their review of various ways to determine a poverty line that not one single measure of poverty is likely to dominate. Table 1 presents examples of different poverty lines applied in studies on China. For a more detailed comparison of the development of poverty within China related to differently defined poverty lines we refer to Park & Wang (2001) .
Table 1 around here
Finally, the choice of the appropriate welfare indicator needs some attention. Previous studies use mainly income or consumption expenditure based poverty lines. One main difference between both is the expected smoothing of consumption from year to year, and therefore, a lower variability than income measures. Alternatively, Carter & May (2001) as well as Barrett & Carter (2005) suggest an asset based poverty line. However, its computation is far from being generalized. Gustafsson, Li, & Sato (2004) apply a subjective poverty line to estimate the extent of poverty among urban residents in China. The subjective poverty line is derived from the assessment of an adequate income for a specific type of household to make means end through specific survey questions.
Reflecting the advantages and disadvantages of the various definitions of poverty thresholds, the present study compares three different poverty lines: a province-specific relative poverty line and two absolute poverty lines, the national and an international one. To be more specific, the relative rural poverty line is defined at the half-median of the adjusted net income per capita per province in our data. We assume that individuals evaluate their well-being relative to others in same village or province. Income growth in one province should have no impact on the poverty incidence in another province. The national rural poverty line is nominally constant across provinces and the international poverty line bases on US$ 1 a day converted at Purchasing Power Parities.
2 The national rural poverty line is always below the relative and the international poverty line, and thus, serves as a lower bound of a set of possible poverty lines and resulting poverty estimates. As any equi-proportionate increase in income should only affect household's poverty status measured by an absolute poverty line, the comparison of exits out of relative and absolute poverty allows to draw conclusions about the nature of the income development.
Our measure of household's wealth bases on the sum of total household net income and converted value of own-produced grain consumption. Here, the former is defined as total cash income net of survey subsidies, transfers from rural relatives, income from selling assets, household management expenses as well as taxes and deliveries to township, village, and production groups. . Additionally, own-produced grain consumption is valued at village level prices. Per capita household income results as the ratio of own-production adjusted household income to permanent residents.
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Two reasons motivate the application of aggregated household income instead of individual income: First, shocks like bad harvests, business failure, illness or death are assumed to overwhelmingly affect the whole households as economic entity, i.e. creating a dependency between equivalent incomes of members of the same household (Biewen, 2005) . Second, missing data of individual incomes and expenditures preclude any conclusion about intra-household income distribution. Table 2 presents the poverty lines used in the following econometric analysis. (Benjamin, Brandt, & Giles, 2005) . Second, the respective village is chosen from the three county groups according to geographic (plain, hilly or mountainous area), location types (city, suburb or not) and economic features such as production characteristics. Subsequently, households are randomly selected within villages.
We use individual household data which are linked to a village level survey over the In the following econometric analysis we use a wide set of household, household business and spatial factors. The selection of explanatory variables relies mainly on previous work on income mobility (Baulch & Hoddinott, 2000) , determinants of poverty in the Chinese context (Wan & Zhou, 2005; Jalan & Ravallion, 2002) and theoretical work on poverty determinants (Callens, Croux, & Avramov, 2004) 7 . Household characteristics include household size, household head's age, educational attainments of the several household members, share of non-working population, household registration status and engagement in local administration. More specifically, a dummy variable is assigned to households were the total number of permanent residents exceeds the number of household members with a rural registration. 8 The set of household business characteristics controls for land and productive entitlements per household member and diversification of business activities as risk spreading mechanism. Finally, a set of covariates controls for local characteristics measured at village level. like share of migrants, population density, unutilized labor capacity and geographic characteristics. The unutilized labor capacity has been derived from the number of nonworked days, where 300 days are counted as one unemployed person, and divided over village's working population. Official provincial rural consumer price index (CPI) data have been used to convert all monetary variables, like income, consumption, assets and transfers, to 1995 prices. Descriptive statistics and definitions of all explanatory variables are presented in Table 3 . Yunnan. These results already illustrate the great heterogeneity across the three provinces in terms of level as well as distribution of income. Convincingly, the estimated headcount rates are consistent with estimates by Yao, Zhang, & Hanmer (2004) as well as by Khan & Riskin (2001) for the same three provinces using the international poverty line. 
PERSISTENCE OF POVERTY AND ITS DETERMINANTS
Before looking closer at the determinants of long-term poverty, the relevance of poverty persistence will be quantified. Table 5 presents Markov transition matrices for all poverty measures for the whole sample and disaggregated across provinces. The calculated transition probabilities represent the probability to move out of poverty or stay in poverty from one year to the next, without taking into account household's heterogeneity and poverty history. Based on a Cochran  2 test of equality of the transition matrices we can conclude that transition probabilities differ between provinces. As probability to enter poverty is much smaller than the probability to leave poverty, Chinese rural households face an asymmetric poverty exit and entry behavior. It holds across all three provinces that mean length of stay below the national poverty line is lower than below the relative as well as the international poverty line. That is, households below the very low poverty threshold leave poverty faster than households below the two higher thresholds. This result leads us to conclude that income growth shifts the income distribution entirely while keeping its shape rather constant.
However, the considerably lower mean length of stay below the higher international line clearly separates the richer province Zhejiang from the other two provinces. As indicated by all three measures, the annual transition probabilities, the mean length of stay in poverty and the Prais mobility index, persistence of poverty is highest in Yunnan. Finally, across the three poverty thresholds the distance between the mean length of stay in poverty increases from the richest to the poorest province. Based on these results, we conclude that the exit from poverty-process differs across provinces and, subsequently, test whether the difference is related to the time spent in poverty or the explanatory variables.
Table 5 around here
As pointed out by Jalan & Ravallion (1998 , a major share of Chinese households experience poverty as transitory phenomenon. This general observation is in line with results from other developing countries e.g., Bigsten & Shimeles (2008) for Ethiopia;
McKay & Lawson (2003) and Baulch & Masset (2003) for Vietnam. As will be shown in this section, our data underline this observation, but, at the same time, reveal great discrepancies between provinces and type of poverty line used. Suppose the unobserved latent variable "time spent in poverty" is approximated by grouping households into three classes:
households who are never poor, those who live between one and four years in poverty and those who live half of the sampled period or longer, i.e., at least five years or more, below the poverty line. As presented in Table 6 , relying on the relative poverty line, between 43 percent However, are there household or household business characteristics which explain why a specific household belongs to one of the three cohorts? The following ordered probit model explains the probability of each household to belong to one of those three groups by a matrix of explanatory variables (Greene, 2000) . As marginal effects of the ordered probit model are difficult to derive, we are only able to derive conclusions on the probability to be never poor and to be at least five years poor. 9 All explanatory variables enter with their initial levels, that is, recorded in the first year of our sample (1995) and the sample is restricted to the balanced panel (N = 1362). Table 7 presents the results of the ordered probit analysis for the three poverty lines. A test of joint equality of the regression coefficients to be zero is clearly rejected. Based on the pseudo R 2 measure, the selection of explanatory variables explains the probability to be poor according to the international absolute poverty line better than according to the other two poverty lines. The direction of the estimated coefficients, however, is the same in explaining relative as well as absolute poverty except for one variable. Out of the household characteristics, household size and share of non-working household members seem to increase the probability to live more years in poverty. A higher share of educated household members at each of the three educational levels and the existence of any household member with a non-rural household registration (Hukou) each reduces the probability to be long-term poor. Our results are in line with findings by Gustafsson & Ding (2009) who find a higher probability to be permanently poor linked to larger households.
Similarly to our results, they find household head's education related to a lower probability to be poor. The quantitatively different estimates for age of household head and non-working household members using the relative poverty line compared to the two absolute lines points to lagging opportunities of these households to participate in the general income growth.
Conversely, any household member holding a non-rural registration (Hukou) enables the respective household to easier raise household income above absolute thresholds, however, seems not to affect its relative position in the income distribution.
Somewhat unexpected, households operating on relatively larger farms show a higher probability to be persistently poor. More in line with expectation, households with a lower diversification of income sources (HHI) experience a higher probability to be persistently poor in absolute terms. 10 The quantitative magnitude of both variables suggests the highest impact on poverty defined by the national poverty line, that is, for households with very low incomes.
Finally, the estimated coefficients representing village characteristics reveal a high influence of spatial characteristics on an individual's probability to be poor. Whereas villages with a higher population density and located close to cities (Suburb) are unanimously associated with a lower probability to be long-term poor, the local unutilized labor capacity has an increasing effect on this probability. Similarly, villages with a higher share of migrating inhabitants are home of more long-term poor households. The different behavior of relative and absolute poverty lines is illustrated by the variable village average income.
Whereas the probability to lag behind the relative poverty line is higher for households in richer villages, the probability to remain below the absolute poverty line is significantly lower. This somewhat counterintuitive result might be explained by the fact that relatively richer villages are signified by a broader income distribution and tend to be located in the richest province Zhejiang.
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POVERTY EXITS
The ordered probit analysis does not take into account, first, that the time a household spent in poverty could be longer than the observed duration. That is, for poor households in the first or the last year of the sample we might underestimate the true length of poverty spells. Second, the probability to leave poverty might be influenced by the time spent in poverty. In order to properly control for these two aspects, a hazard model has to be used. Bane & Ellwood (1986) and Stevens (1994) are among the first to apply this method to poverty analysis. The advantage of the hazard model is that it controls for the influence of the time a household spent in poverty on his instantaneous probability to raise household income above the poverty line conditioning on covariates. Additionally, it does not impose any linearity restriction between the states poor and non-poor on the one side and the covariates on the other side.
Define T as the variable measuring duration of spells in poverty and the matrix of covariates X. As poverty status is derived from annual data and exact time of exit is unknown, we are forced to analyze the probability of exit within the j th year: Pr(t j -1 < T ≤ t j ).
The interval hazard rate, h(j), or discrete hazard rate, expresses the probability of exiting poverty within a given year, conditional upon poverty to year t j : h(j) = Pr(t j -1 < T ≤ t j |T > t j -1 , X). After controlling for the impact of covariates, the hazard function provides a convenient definition of duration dependence. Negative duration dependence and a decreasing hazard to leave poverty exists at t if the probability to exit poverty decreases with the number of years a household remains poor.
The hazard function can be represented as a product of the baseline hazard h 0 (j) and the explanatory variables. By depending on duration t only, the baseline hazard neglects any heterogeneity among households. However, behavioral heterogeneity among individuals might change the individual hazard. Part of such variation can be accounted for by controlling for household's observed individual characteristics. Accordingly, we specify a complementary log-log hazard rate (Jenkins, 1995) :
, where , the baseline hazard, is modeled as a piecewise-constant function by using dummy variables for each year in poverty. The matrix of covariates X contains the household, farm and village characteristics and β is a vector of parameters to be estimated.
In order to reflect the heterogeneity across the three provinces, additionally, each econometric model is estimated for each province separately. 13 All time-varying covariates are observed independently of the poverty status. Therefore, standard asymptotic estimation techniques provide viable means of estimates of the relative risk parameters β (Kalbfleisch & Prentice, 2002, p. 196) . We apply the grouped data approach suggested by Prentice & Gloeckler (1978) .
14 Before specifying the semi-parametric hazard model, we compare the shape of the unconditional hazard and survival functions across provinces and poverty lines. Figure 2 presents Kaplan-Meier survival functions. The length of the poverty spell is shown on the horizontal axis and the vertical axis represents the probability to leave poverty. Almost all survival functions suggest a decreasing probability to leave poverty after one additional year in poverty. Furthermore, the estimates across all three poverty lines indicate the highest probability to remain poor for households in Yunnan. The following analysis will provide evidence of the baseline hazard function's shape after controlling for covariates.
Figure 2 around here
Turning to the results of the semi-parametric hazard model, in each of the following models the null hypothesis that all coefficients are zero is clearly rejected by likelihood ratio tests. Except for the national poverty line, likelihood ratio tests justify the explicit modeling of duration dependence. The results of the semi-parametric hazard models are presented in two tables: Table 8 reports the estimated coefficients of the baseline hazard and Table 9 displays the coefficients of the covariates. Larger estimates of the duration-specific dummies are associated with a higher hazard of exiting poverty. Whereas an estimate of zero corresponds to a hazard rate of 0.63, an estimated coefficient of one corresponds to a hazard rate of 0.93. Therefore, the estimates in Table 8 suggest hazard rates close to one for Yunnan and lower hazard rates for the other two provinces. However, as most of the coefficients are not statistically significantly different from zero, the estimates suggest a piecewise-constant effect of duration in poverty on the probability to leave poverty. Especially, for the subsample from Yunnan, the poorest province, the probability to leave poverty does not change significantly with time spent in poverty. Such a result suggests that the unconditional estimates in Figure 2 lead to a misleading conclusion if neglecting the impact of covariates.
Furthermore, in the case of Hubei, the estimated coefficients point to an increasing probability to pass the national poverty line. Estimates for Zhejiang suggest a constant impact of the spell length on the probability to leave poverty. Summing up, the results point to a different nature of duration dependence across provinces.
Tables 8 & 9 around here
Besides the time spent in poverty, various household, household business and village characteristics influence the probability to leave poverty. The estimated coefficients of the semi-parametric hazard models besides the baseline function are presented in Table 9 .
Similar to determinants of long-term poverty, household covariates facilitating significantly Similarly, the probability to leave poverty is between 1.9 and 2.8 times higher for households with a member working in the village administration. The fact that the predicted effect is higher with respect to the relative poverty line is interpreted as showing the existence of networks which help in running emerging economic activities successfully. Similar results have been reported by Knight & Yueh (2008) for the role of social capital in urban labor markets and Knight & Song (2003) regarding the access to employment in local non-farm enterprises. Conversely, the probability to leave poverty is lower for larger households and a higher number of (officially) non-working family members.
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Moving on to the household business characteristics reveals a lower probability to leave poverty for households with more land per working family member. Comparing the size of the coefficients points to a stronger impact for households below the national poverty line than for relatively poor households. However, the reliance on cropping activities as the single household agricultural activity is predicted to result in a 26 percent lower probability to pass the international poverty line. More productive assets increase the hazard to climb out of poverty. Comparing the estimates across the three poverty lines points to a quantitatively largest impact of productive assets on the probability to raise income above the national poverty line. Looking at the relative poverty line, the quantitatively lower estimate suggests that household business activities do not belong to the fastest growing income sources.
Among the local characteristics, population density and village's location in a mountainous area are main drivers to end spells of poverty. With respect to the relative and the national poverty line households in mountainous villages experience a two time higher probability to leave poverty. Looking at the international poverty line the hazard is much lower and yields only a 1.4 higher probability. Households in villages with a higher share of migrants show a lower probability to leave poverty. This result does not allow any conclusion concerning a direct negative relationship between migration and poverty. Rather we argue that migration originates from the poorer and economically disadvantaged villages.
Furthermore, our current specification of the model excludes any potential future flows of money from migrants back to their village. Surprisingly and in line with results of the ordered probit analysis, the average income of the village acts as inhibitor to leave relative poverty.
Comparing the hazard models across provinces yields only few differences. 16 Most strikingly, the household size increases the probability to leave relative poverty in Zhejiang but reduces the probability to leave relative poverty in Yunnan. In both regions, larger families seem to face different opportunities to participate in economic activities. At the same time, the downward shift of the baseline hazard to leave relative poverty for households with a higher share of non-working members for the sample from Zhejiang is more than five times as large as for Hubei and almost ten times as large as for Yunnan. Finally, the negative impact of land entitlements per capita on the probability to leave poverty is predicted to be the absolutely highest for Yunnan and with respect to the relative poverty line.
A final qualifying remark seems appropriate. The share of censored observations, that is, poor households where either entry or exit into poverty is unobserved, ranges from 30 to 80 percent. Especially, for the sub-sample from Yunnan this group of households forms the majority of the sample at risk (52-80 percent). Based on this observation an extended sample is required to obtain more sound conclusions of duration dependence for the long-term poor.
CONCLUSIONS
This paper provides new evidence on the poverty mobility of Chinese rural households. Using a 10-year panel over 2100 households from three provinces, the determinants of exiting poverty are investigated taking into account the duration of poverty.
A hazard-rate multivariate-modeling framework is applied to three different poverty lines, one relative and two absolute ones.
Obviously, rural households have been able to profit from general provincial economic development as shown in the example of Zhejiang. Here the goal should be to retain a broad participation in prosperous activities. Richer provinces such as Zhejiang might rely more on risk management institutions enabling households to continue to participate in economic growth. Policy measures should focus at institutions to manage price and income variation like market information or insurance mechanisms. Instead, absolute poverty is more prevalent and, independent of the poverty line, more persistent in the poorest province Yunnan. Here, policy measures should target at a general improvement of earning opportunities for the poorest households. Looking at the impact of duration dependence reveals significant differences across provinces. Whereas duration dependence does not matter for Zhejiang, it does so for Yunnan. However the chance of escaping poverty remains constant as the poverty spell becomes longer. Therefore, our data do not provide evidence of a poverty trap where the longer a household is poor the lower its chance to escape poverty.
Regarding the household related covariates, household size and the share of nonworking family members seem to increase poverty persistence. On the other hand the education of working family members at different levels and any household member having a position as village cadre increases the probability to leave poverty. Land endowment and reliance on cropping as single household business seem to increase poverty persistence.
Particularly, the result with respect to land endowment allows two different conclusions. On the one hand, agricultural activities seem to yield only modest returns. On the other hand, non-functioning factor markets, e.g. for hiring labor, limit the full exploitation of the production potential. Which of the two alternatives is more appropriate, needs further analysis. Regarding the covariates controlling for geographical conditions, persistence of poverty is lower in more densely populated and, surprisingly, mountainous areas. Average income per capita at village level has an ambiguous role. It reduces the probability to climb above the relative poverty line. Although a relative poverty line captures more aspects of income inequality than pure needs of people, the determinants of persistent poverty point very frequently into the same direction as determinants of persistent absolute poverty.
Despite the general conclusion that poverty is a transitory phenomenon, poor Chinese provinces show a higher relevance of persistent poverty across all poverty thresholds. Thus, different policy measures are needed in order to well address these issues. Province specific objectives and measures in combating poverty seem appropriate. In less wealthy provinces such as Yunnan very poor households should be targeted first and measures should aim at reducing absolute poverty. Here giving people access to prosperous economic activities might be the most relevant measure. Education of rural people seems to be the most promising starting point to enable households to overcome the duration dependence once they experience poverty spells. Furthermore, helping farmers to set up additional household business activities besides cropping might reduce poverty persistence in rural China.
Endnotes
1 For a survey of the literature on chronic poverty see McKay & Lawson (2003) .
2 The exact definition of the national poverty line is described in detail in Yao (2005) and NBS (2004) 3 Due to lack of generally accepted equivalence scales for Chinese rural households, all household members are weighted equally. 4 Per capita Gross Regional Product in 2004 amounts to 23,942 RMB, 10,500 RMB and 6,733 RMB, respectively (NBS, 2006) . 5 Extensive tests following the method suggested by Fitzgerald, Gottschalk, & Moffitt (1998) point to no influence of panel attrition on our results. Detailed results are available from the authors.
6 Unfortunately, the data set does not contain any information on health or nutrition status to account for nonmonetary dimensions of poverty as suggested by Baulch & Masset (2003) .
7 Household characteristics bases mainly on the life cycle hypotheses and human capital theory. Village characteristics and village cadre status belong to the structural perspective (Callens, et al., 2004; McKernan & Ratcliffe, 2002; Iceland, 1997) .
8 Unfortunately we cannot trace rural registration status to individuals in all years. Data of the last two years (2003 and 2004) show that household members with an non-rural registration enjoyed a significantly longer period of education and don't work in agriculture (i.e. industry, commercial/other services).
9 The effect of an estimated coefficient on the middle categories of the dependent variable of an ordered probit model is ambiguous (Greene, 2000) . 10 The Herfindahl-Hirschman-Index (HHI) expresses the degree of concentration of income from the different household business' activities, wage work and capital income. It does not penalize any of these activities. 11 The correlation coefficient between the variance of household incomes at village level and the village average income per capita is positive (0.66) and statistically significant.
12 For a more detailed description of the method the reader is referred to Kalbfleisch & Prentice (2002) . 13 Formal tests of the equality of the survivor function across provinces support this hypothesis. Results are available upon request.
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14 Iceland (1997) shows that dropping left-censored observations might cause serious selection bias. Therefore, both types of censoring, unobserved start of poverty spell as well unobserved end of poverty spell, are treated equally in this analysis.
15 Underlying data do not allow separating this effect into children and retired family members. 16 Detailed results are available upon request. Note: Standard errors in parentheses; The probability to remain poor from one year to the next is denoted with p PP . Mean length of stay in poverty is 1/(1-p PP ). Prais mobility index of the matrix P is calculated as M(P) = 2-tr(P) (Geweke, Marshall, & Zarkin, 1986) . Source: Own computations based on RCRE data. 
